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In this ~ecti()n, we discu~s l)lIr overall results of operations and highlight items that are not included in our business segment results. We have
1'1,\'0 repol1able segments, which we operate and manage as strategic business units and organize by products and services. Our segments are
Domestic Wireless and Wireline.

This section and the tollowing ··Segment Results of Operations" section also highlight and describe those items or a non-recurring or no[\
operational nature separately to ensure consistency of presentation. In the follO\\,'ing section, we revie\.\' the performance (If our two repoT1abk
segments. We exclude the effeers of certain items that management does not consider in assessing segment performance, primarily because of
their non-recutTing and/or non-operational nature as discussed below and in the "Other COmiolidated Results·' and "Other Items" sections. We
believe th:1t this presentation will assist readers in better understanding our results of operations and trends from period to period.

On i\1mch 3], 2008, we completed the spin-otT of our local exchange and related business assets in i\1aine. New Hampshire and Vermont.
Accordingl). Win:.·line results from divested operations have been reclassified to Corporate and Other and retlect comparable operating results.

[ Consolidated Revenues

Years Ended December 31,
Domestic Wireless
Wireline

Verjzon Telecom
Verizon Business
Intrasegment eliminations

Corporate and Other

Consolidated Revenuec;

nm - nol meaningful

$

$

~
(dollars in mill ions)

2008 2007 % Change 2007 2006 % Change

49,332 $ 43,882 12.4 $ 43,882 $ 38,043 15.3

29,912 30,780 30,780 31.759
21,126 2Ll09 21,109 20,546
(2,824 ) (2,760 ) (2,760 ) (2,80 I)

48,214 49.129 ( 19) 49.129 49.504 (0.8 )
( 192) 458 nm 458 635 (279)

97,354 $ 93,469 4.2 $ 93,469 $ 88,182 6.0

2008 Compared to 2007

Consolidated revenues in 2008 increased hy' $3,885 million, or 4.2%, compared to 2007. This increase was primarily the result of continued
strong groVYth at Domeslic Wireless.

Domestic Wireless's revenues in 2008 increased by $5,450 million, or l2.4%, compared to 2007 due to increases ill service revenues and
equipment and other revenue. Service revenues during 2008 increased $4,619 million, or 12.2%, compared to :2007 primarily due to increases
in data revenues and customers. Equipment and other revenue increased principally as a result of increases in the number of existing customer.'>
upgrading their wireless devices. Total data revenues increased by $3,265 million, or 44.2°"-0 in 2008 compared to 2007. There \....ere
72. t million total Domestic Wireless customers as of December 3],2008, an increase of 9.7% from December 3],2007. Domestic Wireless's
retail customer base as of December J 1,2008 was approximately 70 million, a 9.9% increase from 2007, and represented approximately 97.2%
of its total customer basco Service .ARPU increased by 1.2°/f) to $51.59 in 2008 compared to 2007, primarily attributable to increases in Data
ARPU driven by increased use of our messaging and other data services. Retail Service ARPU increased by 0.6% to $51.88 in 2008 compared
102007

Wireline's revenues in 2008 decreased $915 million, or 1.9%, compared to 2007, primarily driven by lower delnand and usage of our basic
local exchange and accompanying services, partially offset by continued growth frl)m broadband and strategic services, During 2008, \\rc 3dded
660,000 nct new broadband connections, including 956,000 net new FiGS data connections, offset by a net decline of 296,000 high speed
Internet connections. As of December 3], 2008 we served 8,673,000 connections, including 2,48] ,000 for FiOS Internet, representing an 8.2%
increase in total broadband connections from December 31,2007. In addition, we added 975,000 net new FiOS TV customers in ~008, lor a
total of ],9]8,000 at December 31,2008. The revenue growth at Verizon Telecom driven by broadband and video services was more than
offset by a 3,722,000 decline in subscriber access lines resulting from competition and technology substitution, including wireless and VoIP.
Revenues at Verizon Business increased primarily due to higher demand for Internet-related product offerings, specifically Private IP products
and the impad of foreign currency exchange rates on services billed in local currencies, partially offset by lov..'er voice revenues.



Connect people with their

world, everywhere they live
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Management's Discussion and AnaLysis of FinanciaL Condition and ResuLts of Operations (continued)

Dollals. In millions except per share amounts
._-_._---

preparing 2008 spectrum purchases for service. The increase
in 200-' was primarily due to higher average debt balances
resulting from the Inclusion of BellSouth and AT&T Mobility
outstanding debt on our consolidated balance sbeet.

Equity in net income of affiliates Equity In net income
of affiliates increased 5127, or 18.4%, in 2008, primarily due to
Improved results from our investments in America M6vi\ S.A.
de CV (America M6vil), Telefonos de Mexico, S.A. de C V.
(Telmex) and Telmex Internacional, S.A.B, de CV (Telmex
lnternacional) offset by foreign exchange adJustlnents.
Equity In net income of affiliates decreased 51,351 in 2007
as a result of the change in accounting for AT&T Mobility
which moved Mobility's results from thiS line. Prior to the
December 29, 2006 BellSouth acquisition (see Note 21.
we accounted for our 60% economic Interest in AT&T Mobility
under the equity method since we shared control equally
with 13ellSouth. AT&T Mobility is now a wholly-owned
subSidiary of AT&T, and wireless results are reflected in
operating revenues and expenses In our consondated
statements of income.

Other income (expense) - net We had oth!~r expense
of 5589 in 2008, and other income of 5615 In 2007 and 5393
in 2006. Results for 2008 included losses of $46" related to
asset impairments, 5261 in minOrity interest exppnse and
$180 loss on the sale of merger-related investments held
under Independent management which support certain
benefit plans (see Note 11). These losses were partially offset
by a -S121 gain on the dispOSition of other non-strategic
assets, 5107 ga'ln related to interest income, $49 of InCome
from leveraged leases and $41 of dividend Income.

Other income for 2007 included gains of S409 related to a
wireless spectrum license exchange, $166 in interest income,
$148 from the sale of administrative bUildings and other
non-strategic assets, and S88 from other non-operating
activities. These gains were partially offset by $196 in minority
Interest expense. Other income for 2006 Included interest
income of S377, There were no other indiVidually significant
other Income or expense transaction~ during 2006.

Income taxes increased S783. or 12.5%, in 2008 and
S2,728, or 77.4%, in 2007. The Increase in income taxes In 2008
was primarily due to higher operating income. Our effective tax
rate In 2008 was 35.4'Yo, compared to 34.4% in 2007 and 32.4%
in 2006. The increase In our effective tax rate for 2008 was
primarily due to an Increase in income before income taxes.

The increase in income taxes in 2007 compared to 2006
was primarily due to higher operating income reflecting the
acquisition of BellSouth und its share of AT&T Mobility's
operating results, The Increase in our effective tax rate for
2007 was primarily due to the consolidation of AT&T Mobility
and an increase in income before income taxes.

SuppLemental Information
To provide improved comparability versus previous results,
below is a supplemental table providing pro forma consolI
dated operating revenues for 2006, assuming the closing date
for the BellSouth acquisition was January 1, 2006, along with
a summary of how these 2006 pro forma numbers would
have affected 2007 results. The 2008 results are included to
provide trend Information but the comparisons between
2008 and 2007 results are discussed in "Segment Results:'

---._------_._---
$egmpnt operating revenues

WirE' less service
VOice
Data
Directory
Other

-cc---=--
Total Operating Revenues

Pro forma wireless service growth in 2007 was driven by
subscriber growth and strong increases in data usage,
including increased messaging, browsing, media bundles
and both laptop and smartphone connectivity, We have
historically discussed our Wireless segment results on a basis
that included 100% of AT&T Mobility results, and a detailed
wireless service revenue discussion can be found in our
"Wireless Segment Results" section

The pro forma voice revenue decline in 2007 I'; consistent
with trends and is clue to access line declines reflecting
competition and substitution of alternative technologies,
pricing pressures due to competition, anticipated shifts of
traffiC by major consolidated carriers to their own networks

24 I Al &T Annual Report 2008

and a continUing decline in the number of AT&T Corp.'s (ATTC)
mass-market customers, whidl are composed of consumers
and small businesses.

Pro forma data growth was led by an increase in IP data
revenues of 13.3% In 2007, with strength in high-speed
Internet managed Internet, Virtual Private Network (VPN)
and hosting services, Data transport service revenues were
up 0.7% in 2007, and packet-switched data revenues, which
include frame relay and asynchronous transfer mode (ATM)
services, were down 7,0%, consistent WIth the industry trend
of customers SWitching to IP-based serVices from traditional
circuit-based services.
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(tem 6. Selccted Financial Data

The 2008. 2007 ~md 2006 data presented below is 11M comparable to thal of the prior periods primaril) i:lS J result of the August 2005 Sprinl-Ne\tel
ITKrger J.nd the subsequent Nextcl Partners, {nco and the pes Affil1ate acquisitiQns. The acquired companies· financial results SUbSCqllcllt to Iheir tlclJ.uis:,tion
dale~ are induded in our consolidated financial statemems. Embarq Corporation. om former Local seglnenL which was spun-off in 2(J06. is :;hcmn as
discontinued upcratiolls f{lr all periods prior to the spin-off. We lusl 5.1 mill ion direcI ~~in,less subscribers in 2008 and 659.000 d irecl \\"irele~~ subscriber:.. in
2()()7. \\hlCh caused the majoriLy orlhe reduction in net operating revenues ill thosc periods.

2008 1007
Year End\'d O..celllbn J I.

10(1(, 100S 2004

$ (0.98) $ (10.27) $ 0.34 $ OAO
0.11 048

(0.01)

o 10 (LIO 0]0

$ 58.252 $ 64.295 $97,161 $J02.760
n)T~ 26.636 25.86R 23.329

22.886 28,119 (,0.057 4'U07
21,610 22.130 22,154- 15,01-1

247

19.605 22.135 53,131 51.937

$ 6.179 $ 9.'45 $10,055 $ 8,655
\882 6.322 7,556 5.057

$ (140)
() 69

Results of Operalions
Net operat1l1g revellues
Goodwill impainnent II!

Dcpreciillion
AinortizaLiol1
Operating (loss) mcorne (1)1 2)

(I.t'ss) income from e01ltinuing opemtions 11)(2)

DiscCllltillued operations. neL
Cumulalive effect of change ill accounting principle, nel

(Loss) F:lrnings pC!" Share and Dividcnds
Brlsic and diluted (loss) earnings per common share

Continuing operaljCllls (1J(1)

Discontinued operations
Cumulative effeet of change in aeeounting prineiple

DiviJends per CCll!\l\lon share ie)

Finandal Position
TolaJ assets ill

Prupert). pli:lnL and equipment. net
JntJllglble assel.s. !leI \11

1"01;)1 debL and capit<lliease obligations (induJing equil) unil nole.s)
Sevenlh series redeemable p:el"erred shares
Shareholders' equity (11

Cash Flo" Data
Net cash from contimrillg, operating activitIes
Capilal expenditures

$ 35.\135

96.1
5.953
2A4.1

(2.6421

(2.796)

$ 40.146 $41.003 $ '8)71

19.649
5621 5.738 3.8bc4
3.312 3,854 1,336

(28.740) 2.484 2.141

(29.444) 995 821
334 980

(16)

$

$

21.647

3.65\
7

(1.999)

(2.006)
<.)Q4

Sec (3) belo\v

,11.321
14,662

7809
16.415

247

13.521

4.478
3,98()

(I) {n the fourth l{/hlfh'rs 2008 ond 20n?, we performed QUI' annual m'Sl'.I".'imenl oj goodwill for III/pamnent ond )·ecorded non-ca,h Impalr/nen! charges (~f

$fJ63 mil/IOn and $29 (;49 !Jillion, respec/lve~ji.

(2) In 2(JOI:I, we recorded II':! charges oj YN7 ll1r!lwn ($569 1J1Iffiol1 '!fter /(Ix) {""/ilIOn!)' related /0 aSSellinpOIrlllents olher Ihan goudwill, severance und e.>;!1
cosls, (Jud merger und 1171egral/on costs In 201J7, we recorded l1el charges of $956 1I111!/,)/1 ($59() 1I1111ian after 1m:) primarrly ri!lated 10 merger and
II1lcgrurion costs, asset IIIl/HUrI/len!S other IhUlI goodWill, alld severance and eXiI costs In2()()6, 'Wl-' recorded l1et charges o(J,620 mil!ion ($3151 millIOn
after rox) pril110nfv related to merger and integral IOn COS/.\", assel

30
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COllwfidatetl

The following table Sllll1rnilrlZe;; Ollr consolidated results of operations.

\~:l~ t.'nded December31,

Net operaLing revenues
(jood\vill impaJnnent
(1.055) income rrom conlinumg nperaLions
Discrliltillueu operations. nel
NeL (loss) incolll<:

ZIJOb (11

20(11'1 [II 20\17 n I 0'

(in ,,,ilfi,,",)

$35,635 $ 40.146 $41,003
963 29.649

(2.796) (29.444) 995
JJ4

(2.796) (29,4~4) 1,329

(I) Our cri/,'wll,klied re.I/II(s of 0IX/,7!/OII\' rneludf lhe ,'('sulrs ofour nl'xl-genera!lon Wireless bl'oadbund nenl'tll·k Thot network 11,1\· l"iJllllibutl'd (0

Ciell r-li 11"1: In ·.7 (ransacl/lm lhut c/u~'ed ol7l<ovemher 2,)" 2008 For furlher II1JUI"I!JQ(1017 0/7 the Clel7l"llf/"I.' IrdnsactlOn, ,e(' 1101,' 3 oj Ihe Noles 10
Como/Ida led FinanclOl ,')'latcmenls

(;') nUl" cOl1.\olldored lind I\'II",,';',S N'SttltS Include lIIl'rgal and acqUired compmlles)/"tl/71 l'lther rhe d,71e o!mf'i'gel"'aullilslfltJii or rhe SiaN ofthe' /1Ionth
closest 10 the Clcqtl!sl/<'OlJ ddtc The I"l'sults of/lH>I"ged iJnd acquired compol1les (f}Y IPcluded as ollhe follOWing doles Frucrprise COll1l11Unlcollons
!'Urlnf'rslup ond AI,7tnoWI Holdmgs, Inc . .from Fehruary t. 20()6, .Ne)."/el Partners and lIh/quiTcI Inc FOI71 July J, _~(J{)6 "nd Nor/hem pes S2n'IU?S, fJC
ji'om A ugust I, 2(}07 Thf res ufrs oJTeloCl{{/ ~Ylfe{t:Ss Holding Corporation are mcludedfro/1/ the dale o{acqulSlllliri. ,Horch I, 2()()6, through the date (~(

sa!l'. .June 27, 2007
(3) On MlI.\-' 17. 2()(J6, Wf' spun-ojf10 our shtir<.'holders our {ocol L'OIlJn1WI/CatlOns bus/ness, which IS nQW known as Embarq CorpOr'-i!IOn mlef IS compY/sed

prill/anlv I~( lI'hdt was OUI' local lV/reline Ctl/lll11unications segment priol" 10 the spin-ojI As a resulr of/he spin-off we no longer 011'n an\.' Interes( Ii1

Emharq rile rt!sults ofEmbarq (tir periods prior to the spin-offare presented as disconllnued opera/lolls

Net opcratll1g revenue" uecreased about 11% in 200R as ...:ompared Lo 2007. reneLting the decrease in revenues from our Wireless se~mcnt. prinCipally
due tq the decrease in wireles'i :;en'lee revenue. anu decre,lsed 2~·'O in 2007 as compared to 200(l, reneetillg the decrease illleveflUt'S from our V'/ireless segment.
principal I" Jue to the uecre<Jse In \v(reless equipment revenue For auditional inrorlllalioll. see ·'-Segm<:,nl Resn]ls orOperJli\ll1:';·· berO\\

los', ii()I11 contil1ull1g ,jPCldLIOlh decrea:;ed to J loss of$2.8 billion III 2008. compareu lo <J los'::, ot$29.4 billion ill 201l7. pIIITlaril)' due lo the 2007
goou\',ill impa!I'menl charge of'b29 6 hillie>!l loss hlm] continuing (\per:JI\OI1S increased to (I los:-. 1)1'$2 1) ~ billlon in 2007_ as cornpareJ to 1IlC\lille (If
'fi995 1111111011 in :'\10(1. pril11:lrIly due 10 the gc\od\\J111I11pmrmenl charge of't296 bllhon For audlllOnalll1Jorm<lLiOIl. ~ee· Segmenl Re'.1l1h 01 Operiltioll<·
;]nd "- t'onsulicl,llcd Il1foIll1(1liolJ·· below

111 2008, we inL\.lrreJ;j nelloss 01'$2.8 billion (IS compared kl a net loss or$29.4 billi'--'Il in 2007. due to lhe rellSOIlS slated above In 2007. we incurred;1
nd loss or$29.4 billion (IS compareu (0 I1d income or$] ) billion 1112006. primanly due 10 the goodwill impairment chinge of$29.6 billion and the absence 01"
income (roll1 discontinued operatllillS ill 2007. For ilddilional informatloll. see "-Segment Results orOperatlolls·· and "'-('lluSfl[idatcd Inrormation'" belu\\
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T-MOBILE USA REPORTS FOURTH QUARTER AND FULL
YEAR 2008 RESULTS

• $1.57 billion Operating Income Before Depreciation and Amortization

("OIBDA") in the fourth quarter of 2008, up 18% from the fourth quarter

of 2007

• 31% increase in data services revenue compared to the fourth quarter of

2007

• Total messages carried in the quarter more than doubled compared to

the fourth quarter of 2007

• $4.9 billion service revenue in the fourth quarter of 2008, up 12% from

the fourth quarter of 2007

• 621,000 net new customers added in the fourth quarter of 2008

• At the end of 2008 the 3G network covers 130 cities

• T-Mobile USA reclaims J.D. Power and Associates Award for Wireless I

Customer Care Performance

BELLEVUE, Wash, February 27th, 2009 -- T-Mobile USA, Inc. (T-Mobile USA) today reported

fourth quarter 2008 results. In the fourth quarter of 2008, T-Mobile USA reported OIBDA of

$1.57 billion, up 18% compared to the fourth quarter of 2007, data services revenues up 31 %

compared to the fourth quarter of 2007, and service revenues of $4.9 billion, up 12%

compared to the fourth quarter of 2007.

"In Q4, we began to realize in earnest the benefits of our aggressive 3G buildout, positioning

ourselves to deliver new data services," said Robert Dotson, president and CEO, T-Mobile

USA. "We saw many customers quickly jump on the T-Mobile 3G bandwagon. In the very first

quarter of our offering Widespread 3G service, almost 40% of handset sales to contract

I-MoQlle USA
129:(0 SE 3Blh Street
Bellevue, Washlnglon 96006
Phone 1.800·318·9270
Internet http/lwwwl-mobllecom
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customers were converged devices, and half of these were 3G enabled devices such as the T

Mobile G1 with Google and the Samsung Behold. By offering compelling products and high

speed data service along with the best value for money in the industry, we can really come

through for customers at a time when they need it most."

Rene Obermann, Chief Executive Officer, Deutsche Telekom, said, "As the U.S business

continues to ramp up its rollout of nationwide 3G services, we are excited by the growth

opportunities opening up for us in mobile communications data services. Today, we are Just

scratching the surface when it comes to seizing the opportunities available to us in the U.S

market for data and related communications services."

Customers

• In the fourth quarter of 2008, T-Mobile USA added 621,000 net new customers, down from

670,000 in the third quarter of 2008, and down from 951,000 in the fourth quarter of 2007.

o The number of net new customer additions was down slightly compared to the third

quarter of 2008 despite higher gross customer additions. This is primarily due to

higher blended churn, as explained below. Gross customer additions were higher

both sequentially and compared to the fourth quarter of 2007

o Contract customer net additions made up almost 43% of customer growth,

compared to 44% in the third quarter of 2008 and 77% In the fourth quarter of 2007.

o Prepaid net additions were 355,000 in the fourth quarter of 2008, down from 377,000

in the third quarter of 2008 and up from 218,000 in the fourth quarter of 2007. The

sequential decrease in prepaid net customer additions was primarily due to

seasonally higher prepaid churn

• Contract customers comprised 82% of T-Mobile USA's total customer base at December

31,2008. T-Mobile USA ended 2008 with 32.8 million customers.

T·Moblle USA
1:'920 SE 38th Street
Bf!',le\lue Washlnglon 98006
PMne 1·!JOO-318-9270
Imernelllllp liwwwI·mobllecom
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Churn

• Contract churn was 24% in the fourth quarter of 2008, in line with the third quarter of 2008

and up from 1.8% in the fourth quarter of 2007.

o Contract churn continued to be impacted in the fourth quarter of 2008 by customers

coming to the anniversary of their two-year contracts (that were first introduced In

April 2006) and competitive intensity

• Blended churn, including both contract and prepaid customers, was 3.3% in the fourth

quarter of 2008, up from 3.0% in the third quarter of 2008 and 2.8% in the fourth quarter of

2007. Blended churn was also impacted by seasonally higher prepaid churn in the fourth

quarter of 2008 compared to the third quarter of 2008.

OIBDA and Net Income

• T-Mobile USA reported OIBDA of $1.57 billion in the fourth quarter of 2008, up from $1.53

billion in the third quarter of 2008 and up from $1.33 billion in the fourth quarter of 2007.

• OIBDA margin was 31 % in the fourth quarter of 2008, in line with the third quarter of 2008

and up from 30% in the fourth quarter of 2007.

o The improvement in OIBDA margin compared to the fourth quarter of 2007 is

primarily due to lower CPGA

• Net income for the fourth quarter of 2008 was $483 million, up from the $442 million in the

third quarter of 2008 and $383 million in the fourth quarter of 2007.

Revenue

• Service revenues (as defined in Note 1 to the Selected Data, below) were $4.90 billion in

the fourth quarter of 2008, in line with the third quarter of 2008, and up from $4.37 billion in

the fourth quarter of 2007.

o The increase in service revenues year over year was primarily due to the growth in

contract customers and the SunCom Wireless acquisition.

T -MotHle USA
12920 SE 38lh Street
Bellevue, Washlng\on 98006
Phone 1-800"318"9270
Inlernel h~p Ifwwwl"mobllerom
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• Total revenues, Including service, equipment, and other revenues were $5 72 billion in the

fourth quarter of 2008, up from $551 billion in the third quarter of 2008 and $5.07 billion in

the fourth quarter of 2007.

o The sequential growth in total revenues in the fourth quarter of 2008 compared to

the third quarter was due to higher equipment revenues driven by new devices such

as the T-Mobile G1 with Google.

u The acquisition of SunCom contributed $189 million to T-Mobile USA's total

revenues In the fourth quarter.

ARPU

• Blended Average Revenue Per User ("ARPU" as defined in note 1 to the Selected Data,

below) was $50 in the fourth quarter of 2008, compared to $52 in the third quarter of 2008

and the fourth quarter of 2007 Rounding movements account for approximately $1 of the

sequential fall in blended ARPU. and the remaining difference is explained below.

• Contract ARPU was $54 in the fourth quarter of 2008, down from $55 in the third quarter of

2008 and $56 in the fourth quarter of 2007.

o The decrease in contract ARPU sequentially and year over year was primarily due to

lower usage based revenues from contract customers

• Prepaid ARPU was $23 in the fourth quarter of 2008, down from $24 in the third quarter of

2008 and higher than $20 in the fourth quarter of 2007

u The decrease quarter over quarter was primarily driven by new customer additions

being added late in the fourth quarter

o The increase in prepaid ARPU year over year is due to higher ARPU products such

as FlexPaySM no-contract.

• Data services revenue (as defined in Notes 1 and 9 to the Selected Data, below) was $905

million in the fourth quarter of 2008, representing 18.5% of blended ARPU, or $9.30 per

customer, up from 173% of blended ARPU, or $890 per customer in the third quarter of

2008, and 15.8% of blended ARPU, or $8.20 per customer in the fourth quarter of 2007.

Data services revenue increased 31 % in the fourth quarter of 2008 versus the fourth

T·MGOilt< USA
12920 SE 38th Streel
Bellevue Washmglon 98006
Phone 1"800"318-9270
Interne! http/twv.N< t-nlDorle ~Drn
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quarter of 2007, up from an increase of 28% in the third quarter of 2008 versus the third

quarter of 2007.

o Growth in messaging revenue continued to be the most significant driver of data

ARPU, as customers continue to purchase plans that include messaging, including

unlimited voice and data plans The total number of messages carried on the T

Mobile USA network increased to 57 billion in the fourth quarter of 2008, compared

to 49 billion in the third quarter of 2008 and 24 billion in the fourth quarter of 2007

o Continued growth in converged device users was another significant driver for

increased data revenues. This includes 3G-enabled devices such as the T-Mobile

G1 and the Samsung Behold™

o T-Mobile USA launched web2goSM in the fourth quarter of 2008, creating an

improved Web browsing experience on select devices.

CPGA and CCPU

• The average cost of acquiring a customer, Cost Per Gross Add ("CPGA" as defined in note

4 to the Selected Data, below) was $270 in the fourth quarter of 2008, down from $290 in

the third quarter of 2008 and $300 in the fourth quarter of 2007.

o The decrease in CPGA compared to the third quarter of 2008 is primarily due to

lower commissions and advertising expense along with lower equipment subsidy

loss.

• The average cash cost of serving customers, Cash Cost Per User ("CCPU" as defined in

note 3 to the Selected Data, below), was $25 per customer per month in the fourth quarter

of 2008, consistent with the third quarter of 2008 and fourth quarter of 2007.

Capital Expenditures

• Cash capital expenditures (see note 7 to the Selected Data below) were $895 million in the

fourth quarter of 2008, compared with $956 million in the third quarter of 2008 and $1.01

billion in the fourth quarter of 2007. For 2008 as a whole, cash capital expenditures

amounted to $3.6 billion compared to $27 billion in 2007.

l-Moblle USA
12920 SE 38th Slreel
Bellevue. Washington 98006
Phone 1-800-318-9270
Inlernel hllp.l/'www I-mobile com

5



stick together
C) Cash capital expenditures decreased sequentially due to an increase in incurred

capital expenditures being more than offset by payment timing differences

o The increase in capital expenditures year over year was primarily due to the

construction of the 3G network

• T-Mobile USA continued to improve network coverage in the fourth quarter of 2008, adding

approximately 1,100 new GSM/GPRS/EDGE cell sites, bringing the total number of cell

sites at the end of the quarter to 44,000.

• T-Mobile USA continues to invest in the UMTS I HSDPA (3G) network, which now reaches

107 million people in 130 cities.

Stick Together Highlights

• On February 4, 2009, T-Mobile USA was ranked highest in wireless customer care

performance by J.D. Power and Associates Winning this award in 7 of the last 8 reporting

periods continues to demonstrate T-Mobile USA's strong and successful focus on customer

service

• On January 22, 2009, Fortune magazine announced that T-Mobile USA was the first-ever

telecommunications company to be ranked in its "100 Best Companies to Work For" list.

"Service is our number one priority at T-Mobile. And the best way to deliver outstanding

service is to create an environment where our employees can make a meaningful

difference for customers everyday," said Dotson. "As the first telecommunications service

provider to be included in Fortune's 'Best Companies to Work For', we're gratified and

honored to be named among these elite companies."

• On Nov. 20, 2008, T-Mobile USA, introduced web2goSM
, which makes it easier to view and

navigate the Web from basic voice phones and smartphones alike. providing customers

with better Web browsing, improved search with Yahoo I oneSearch TM, a customizable

home page and a simplified shopping and download experience.

T-Mobile USA is the US operation of Deutsche Telekom AG's (NYSE DT) Mobile

Communications Business, and is a wholly-owned subsidiary of T-Mobile International. In

T-Mobile USA
12920 Sf 38th Slreel
Bellevue, Washington 98006
PhOne 1-800-318_9270
Internel http/lwwwt-ITIobllecDm

6



:' ,. ,
.1.T

stick together'
order to provide comparability with the results of other US wireless carriers, all financial

amounts are in US dollars and are based on accounting principles generally accepted in the

United States ("GAAP"). T-Mobile USA results are included in the consolidated results of

Deutsche Telekom, but differ from the Information contained herein as Deutsche Telekom

reports financial results in Euros and in accordance with International Financial Reporting

Standards (IFRS).

This press release includes non-GAAP financial measures. The non-GAAP financial measures

should be considered in addition to, but not as a substitute for, the information provided in

accordance with GAAP. Reconciliations from the non-GAAP financial measures to the most

directly comparable GAAP financial measures are provided below following Selected Data and

the financial statements

T Mcbll'; USA
12920 SE 38th Streel
Bellevue Washlnglon 98006
P~lOne '·800·318·9270
Inlernet http/lwwlNl-mobilecQm
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(thousands)

SELECTED DATA FOR T-MOBILE USA

Full
Year
2008 04 08 03 08 02 08 01 08

Full
Year
2007 0407

Covered population' 288,000 288,000 286,000 284,000 284,000 284,000 284,000
Customers, end of

period' 32,758 32,758 32,136 31,466 30,798 28,685 28,685
Thereof contract
customers 26,B06 26,806 26,539 26,246 25,721 23,914 23,914
Thereof prepaid
customers 5,952 5,952 5,597 5,220 5,077 4,771 4,771

Net customer additions 2,940 621 670 668 981 3,644 951
Acquired customers 1,132 - - - 1,132 - -

Minutes of use/contract
customer/month 1,150 1,130 1,140 1,170 1,150 1,130 1,120

Contract churn 2,10% 2.40% 2.40% 1,90% 170% 190% 1,80%

Blended churn 290% 3,30% 300% 2,70% 2,60% 280% 2,80%

$)

ARPU (blended) " 9 51 50 52 52 51 52 52
ARPU (contract) 55 54 55 55 55 57 56
ARPU (prepaid) 23 23 24 23 22 19 20
Cost of serving (CCPU) 25 25 25 25 25 25 25
Cost per gross add

(CPGA)' 290 270 290 320 300 300 300

$ million)
Total revenues 21,885 5,722 5,506 5,470 5,187 19,288 5,068
Service revenues 1.9 19,242 4,904 4,911 4,854 4,573 16,892 4,371

OIBOA' 6,123 1,568 1,531 1,583 1,441 5,350 1,327
OIBOA margin 6 31% 31% 31% 32% 31% 31% 30%

Capital expenditures 7 3,603 895 956 1,062 690 2,677 1,009

ICell sites on-air" 44,0:QQ] 44,000\ 42,9001 42,0001 41,0001 37,9001 37,9001

Since all companies do not calculate these figures in the same manner, the information contained in this press
release may not be comparable to similarly titled measures reported by other companies,

Average Revenue Per User ("ARPU") represents the average monthly service revenue we earn from our
customers, ARPU is calculated by dividing service revenues for the specrfied period by the average
customers during the period, and further dividing by the number of months in the period, We believe ARPU
provides management with useful information to evaluate the revenues generated from our customer base

Service revenues include contract. prepaid, and roaming and other service revenues, and do not include
equipment sales and other revenues, Data services revenues (including messaging and non-messaging
revenue) is a component of service revenues, Within the consolidated financial statements below, other

T·Moll,le USA
12920 SE 38th Sireel
Bellevue, Washington 91WJFJ
Phone 1·800·318_9270
Inlernel httpllwwwl-mc>bllecom
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revenues include co-location rental Income and wholesale revenues from the usage of our network In

California, Nevada, and New York by AT&T customers, among other Items, and are therefore not included in
ARPU

2 A customer is defined as a SIM card with a unique mobile identity number which generates revenue Contract
customers and prepaid customers Include FlexPay customers depending on the type of rate plan selected
FlexPay customers with a contract are Included In contract customers, and FlexPay customers without a
contract are included In prepaid customers

3 The average cash cost of servinSI customers, or Cash Cosf Per User ("CCPU") IS a non-GAAP financial
measure and includes all network and general and administrative costs as well as the subsidy loss unrelated
to customer acquisition Subsidy loss unrelated to customer acquisition Includes upgrade handset costs for
eXisting customers offset by upgrade equipment revenues and other related direct costs This measure IS
calculated as a per month average by dividing the total costs for the specified pellod by the average total
customers during the period and further dividing by the number of months in the period We believe that
CCPU, which is a measure of the costs of serving a customer, provides relevant and useful Information and IS
used by our management to evaluate the operating performance of our bUSiness

4 Cost Per Gross Add CCPGA") IS a non-GAAP financial measure and is calculated by dividing the costs of
acquiring a new customer, consisting of customer acquisition costs plus the subSidy loss related to customer
acquisition for the specified pellOd, by gross customers added during the period. Subsidy loss related to
customer acquisition consists primarily of the excess of handset and accessory costs over related revenues
Incurred to acquire new customers. We believe that CPGA, which is a measure of the cost of acquiling a
customer, provides relevant and useful information and is used by our management to evaluate the operating
performance of our bUSiness

5 Operating Income Before Interest, Depreciation and Amortization ("OIBDA") IS a non-GAAP financial
measure, whIch we define as operating Income before depreciation and amortization In a capital-intensive
industry such as wlleless telecommunications, we believe OIBDA, as well as the associated percentage
margin calculation, to be meaningful measures of our operating performance. OIBDA should not be construed
as an alternative to operating income or net income as determined In accordance with GAAP, as an
alternative to cash flows from operating activities as determined in accordance With GAAP or as a measure of
liquidity We use OIBDA as an Integral part of our planning and internal financial reporting processes, to
evaluate the performance of our business by senior management and to compare our performance with that
of many of our competitors We believe that operating income is the financial measure calculated and
presenfed in accordance with GAAP that IS the most directly comparable to OIBDA OIBDA is not adjusted
for integration costs of SunCom

6 OIBDA margin is a non-GAAP financial measure, which we define as OIBDA (as descllbed In note 5 above)
divided by total revenues less equipment sales

7 Capital expenditures consist of amounts paid by T-Moblle USA for purchases of property and equipment

8 The covered population slatlstic represents T-Mobile USA's GSM / GPRS / EDGE 19001 UMTS vOice and
data network coverage, combined With roaming and other agreements

9 Data ARPU IS defined as total data revenues divided by average total customers during the pellod Total data
revenues Include data revenues from contract customers, prepaid customers, Wi-FI revenues and data
roaming revenues The relative fair value of data revenues from unlimited voice and data plans are included
in total data revenues.

10 Cell sites are defined as the total number of sites In service at the end of the period, excluding small low
power, low gain access sites A site is In service when all equipment is installed and the site IS Integrated into
the network.

T·Moblle USA
12920 SE 38th Street
13ellevue Washington 98006
I'hone 1·800·318·9270
Internet httpllwww[·rnobilecClrn
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T-MOBILE USA

Condensed Consolidated Balance Sheets
(dollars in H7/I/ions)

(unaudited)

December 31,
2008

ASSETS

December 31,
2007

Current assets'
Cash and cash equivalents
Receivables from aflliates .
Accounts receivable, net of allowances of $291 and $277,

respectively ..
Inventory.
Current portion of net deferred tax assets
Other current assets.

Total current assets..
Property and equipment, net of accumulated depreciation of

$10,830 and $9,306, respectively
Goodwill
Spectrum licenses.
Other intangible assets, net of accumulated amortization of

$562 and $475, respectively
Long-term investments ..
Other assets

LIABILITIES AND STOCKHOLDER'S EQUITY

$

$

306
113

2,809
931

1,148
644

5,951

12,600
12,011
15,254

212
121
141

46,290

$

$

64
1,349

2,617
990
994
539

6,553

11,258
10,701
14,645

47

155
43,359

Current liabilities:
Accounts payable and accrued liabilities.
Current payables to affiliates
Other current liabilities.

Total current liabilities.

Long-term payables to aflillates .
Deferred tax liabililies .
Other long-term liabilities.

Total long-term liabilities.

Minority interest in equity of consolidated sUbsidiaries.

Commitments and contingencies

$ 4,057 $ 3,790
1,557 1,127

364 380

5,978 5,297

13,850 6,712
2,452 1,622
1,227 915

17,529 9,249

95 89

Stockholder's equity'
Common stock and additional paid -in capital
Accumulated deficit, .

Total stockholder's equity.

T·Moblle USA
12920 SE J8th Street
Bellevue Washlnglon 98006
Phone 1-800-318·9270
Inlernet htlp IIwww I-mobile com
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T-MOBILE USA
Condensed Consolidated Statements of Operations

(dollars in millions)
(unaudited)

Quarter Ended Quarter Ended Year Ended Year Ended
December 31, December 31, December 31, December 31,

2008 2007 2008 2007
Revenues

Contract $ 4,334 $ 3,939 $ 17,106 $ 15,308
Prepaid, 394 277 1,460 976
Roaming and other service 176 155 676 607
EqUipment sales, 687 620 2,262 2,061
Other 131 77 381 336

Total revenues 5,722 5,068 21,885 19,288
Operating expenses'

Network, 1,286 1,125 5,007 4,344
Cost of equipment sales, 1,030 879 3,524 3,120
General and administrative. 941 836 3,691 3,200
Customer acquisition 897 901 3,540 3,274
Depreciation and amortization 730 681 2,753 2,609

Total operating expenses. 4,884 4,422 18,515 16,547
Operating income 838 646 3,370 2,741
Other expense, net (56) (33) (380) (346)
Income before income taxes. 782 613 2,990 2,395
Income tax expense. (299) (230) (1,151) (821)
Net income. $ 483 $ 383 $ 1,839 $ 1,574

T -Mobile USA
12920 SE 38lh Sires!
Bellevue, Washlnglon 98005
Phone 1-800-318-9270
Interne! hllp Ilwwwt-mobllecom
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T-MOBILE USA
Condensed Consolidated Statements of Cash Flows

(dollars In millions)
(unaudited)

Year Ended
December 31,

2008

Year Ended
December 31,

2007

1,839 $ 1,574

2,753 2,609
1,1 51 821

523 526
139 165

(386) (833)
86 (378)

(44) (124)
(259) 528
5,802 4,888

(3,603) (2,677)
(202) (86)
(895) (1,675)

(1,532)
79 48

(6,153) (4,390)

(1,011)
(830) (515)
2,433

1 3
593 (512)

242 (14)
64 78

306 $ 64

Operating activities
Net income. $
Adjustments to reconcile net Income to net cash provided by
operating activities:

Depreciation and amortization
Income tax expense.
Bad debt expense.
Other, net.
Changes in operating assets and liabilities:

Accounts receivable.
Inventory ..
Other current and non-current assets
Accounts payable and accrued liabilities.

Net cash provided by operating activities.
Investing activities:

Purchases of property and equipment
Purchases of intangible assets.
Short-term affiliate loan receivable.
Acquisition of SunCom Wireless, net of cash acquired.
Other, net.

Net cash used in investing activities.
Financing activities:

Repayment of debt assumed through SunCom acquisition ..
Long-term debt repayments to affiliates
Long-term debt borrowings from affiliates.
Other, net.

Net cash provided by (used in) financing activities.

Change in cash and cash equivalents.
Cash and cash equivalents, beginning of period.

Cash and cash equivalents, end of period =$=============

Non-cash investing and financing activities with affiliates·

In 2008, T-Mobile USA remitted $1 97 billion to affiliates as a short term receivable. $1.87 billion of the cash
outflow was used during the period as settlement of debt in line with the repayment schedule. T-Mobile USA also
received $7,9 billion new debt in exchange for an equity distribution made to the parent company. This equity for
debt transaction was a non-cash transaction and is therefore not shown in the Condensed Consolidated
Statements of Cash Flows.

In 2007, T-Mobile USA remitted $600 million to affiliates as a short term receivable, which was used later in the
year as settlement of debt in line with the repayment schedule.

T-Mobile USA
12920 SE 38th Street
Bellevue Washlnglon 98006
Phone 1-800-318-9270
Intprnel http Ilwww I-mobile com
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T-MOBILE USA
Reconciliation of Non-GAAP Financial Measures to GAAP Financial Measures

(dollars in millions, except for CPGA and CCPUj
(unaudited)

OIBOA can be reconciled to our operating income as follows

Full Full
Year 04 03 02 01 Year 04
2008 2008 2008 2008 2008 2007 2007

OIBOA $6,123 $ 1,568 $ 1,531 $ 1,583 $ 1,441 $ 5,350 $ 1,327
Depreciation and

amortization (2,753) (730) (678) (667) (678) (2,609) (681 )

Operating income $ 3,370 $ 838 $ 853 $ 916 $ 763 $ 2,741 $ 646

The following schedule reflects the CPC3A calculation and provides a reconciliation of cost of acquiring customers
used for the CPGA calculation to customer acquisition costs reported on our condensed consolidated statements
of operations:

Full Full
Year 04 03 02 01 Year 04
2008 2008 2008 2008 2008 2007 2007

Customer acquisition costs $ 3,540 $ 897 $ 906 $ 876 $ 861 $ 3,274 $ 901

Plus. Subsidy loss
Equipment sales (2,262) (687) (512) (529) (534) (2,061 ) (620)

Cost of equipment sales 3,524 1,030 828 834 832 3,120 879

Total subsidy loss 1,262 343 316 305 298 1,059 259

Less. Subsidy loss unrelated
to customer acquisition (735) (215) (178) (169) (173) (623) (157)

Subsidy loss related to
customer acquIsition 527 128 138 136 125 436 102

Cost of acquiring customers $ 4,067 $ 1,025 $ 1,044 $ 1,012 $ 986 $ 3,710 $ 1,003

CPGA ($ / new customer added) $ 290 $ 270 $ 290 $ 320 $ 300 $ 300 $ 300

l·Moblle USA
12920 Sf 38th Street
Belle,ue, Wa~hlnglon 98006
F'l1one 1·800·318.9270
Inlernet iltlp Itwww(·mobllecom
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T-MOBILE USA
Reconciliation of Non-C3AAP Financial Measures to GAAP Financial Measures

(dollars in millions, except for CPGA and CCPU)
(unaudited)

The following schedule reflects the ecpu calculation and provides a reconciliation of the cost of serving
customers used for the CCPU calculation to totat network costs plus general and administrative costs reported on
our condensed consolidated statements of operations'

Full Full
Year Q4 Q3 Q2 Q1 Year Q4
2008 2008 2008 2008 2008 2007 2007

Network costs $5,007 $1,286 $1,284 $1,271 $1,166 $4,344 $1,125
General and administrative 3,691 941 957 906 887 3,200 836
Total network and general and

administrative costs 8,698 2,227 2,241 2,177 2,053 7,544 1,961

Plus: Subsidy loss unrelated to
customer acquIsition 735 215 178 169 173 623 157

Total cost of serving customers $9,433 $2,442 $2,419 $2,346 $2,226 $8,167 $2,118

CCPU ($ / customer per month) $ 25 $ 25 $ 25 $ 25 $ 25 $ 25 $ 25

About T-Mobile USA:

Based In Bellevue, Wash, T-Mobrje USA, Inc. is the US operation of Deutsche Telekom AG's (NYSE: DT)
Mobile Communications Business, and a wholly owned subsidiary of T-Mobile International, one of the world's
leading companies in mobile communications. By the end of 2008, 128 million mobile customers were served by
the mobile communication segments of the Deutsche Telekom group - 32.8 million by T-Moblle USA - all via a
common technology platform based on GSM, the wortd's most widely-used digital wireless standard. T-Mobile's
Innovative wireless products and services help empower people to connect to those who matter most. Multiple
Independent research studies continue to rank T-Moblle among the highest in numerous regions throughout the
US. In wireless customer care and call quality For more information, please VISit http.l/www T-Mobile com T
Mobile IS a federally registered trademark of Deutsche Telekom AG

T.Mobile USA
12920 SE 38th Street
Bellevue. Washington 98006
Phone 1.800.318-9270
Inlerrlel hltpJ/WYI'w I-mobile com
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